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THE COMPANY 


Unicare Security Systemes btid., through its. subsidiaries, 
is engaged in the design, manufacture, distribution and sale 
of locks and locksmith supplies, furniture and builders' 
Nardware, and a wide range of zinc and aluminum-die cast 
prRoduetse, Thnmnoughoute tine United Sstates,. Canada,» and tava 
limited degree in Europe. 


In the United States, the company's subsidiary 
Ilco Corporation (formerly Independent Lock Pampany). is an 
important producer of lock hardware, manufacturing a broad 
Line of, products ancludingtmorntise-locks,) cylindrical and 
tubular locks, key blanks, key cutting machines, auxiliary 
night latches and dead locks, padlocks, door closers, 
cylinders and replacement hardware, cabinet and desk locks, 
storm and screen door hardware and locks and keys for 
automotive and other original equipment manufacturers. 


In, Canada, -thes company and its) principal subsidiaries, 
Capitol Industrics Limited, hachmondaMachine-whool. and) Die 
Casting Company are major suppliers of builders hardware 
and furniture hardware, including handles, knobs, locks, 
hinges and mstal frames. It serves the furniture and 
cabinet industries for builders and the hardware trade. 

In addition, tney produce a substantial quantity of 

custom die castings in zinc and aluminum for appliance 
manufacturers, the electronics and communications industries, 
office equipment and power tool makers and others. 


Paso 


Unican was founded in 1964 under the laws of Canada 
to design patent, manufacture and market a keyless 
mechanical and electrical security lock system for indust- 
rial, commercial and residential use. The security system 
was developed by Mr.Aaron M.Fish, founder and President of 
the company and a locksmith by trade.This resulted from 
special security and access control requirements of Bell 
Canada and the U.S. government and other large institutions, 


The keyless lock system works on a mechanical five 
push botton combination principle, and has over 1,000 
combinations,which can be changed by authorized personnel 
in 60 seconds. It eliminates the need for using a key, and 
can be combined with electrical supervision, monitoring, and 
remote control features. A number of these systems have 
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been sold to and installed in the United States government 
agencies and military agencies such as N.A.S.A.,the State 
Department, U.S.Air Force, and to major Canadian And 

American companies such as 8.C.Tfelephone, Hydro Quebec, 
Maritime Telephone, Pan American Airways, American Telephone, 
and 1I.BeM. 


The high cost of the systems has so far liffited 
marketability. However, the company is finalizing production 
models and tooling for the mass production of a redesigned 
and simplified push button lock for the commercial and 
residential markets. 


To acquire production facilities and experienced 
personnel, and to diversify its product line, in January 
1969, the company purchased all of the outstanding shares 
of two Montreal-based companies, Capitol Industries Ltd., 
and ai chommd Machine wieol (Go. efor iastotal ateissS5,000 in 
cash and 56,250 common shares of the company valued at 
$8 per shaper 


Both companies were controlled by three partners, 
Jack L.Switzer, Sam 1.8elzberg and Hans H.Pokorny. Messrs. 
Switzer and Belzberg are now Unican's Executive Vice 
President and Vice President of Manufacturing respectively. 
Mr.Pokorny served as the company's Vice President of 
Research after the acquisition until his retirement in 1970. 


Richmond Machine Tool and Die Casting Co.Ltd was 
incorporated in 1944 as a manufacturer of die casting 
machines and specialty dies, and over the years has 
acquired) achiohlyitrained staff of: engineens and tool 
desingers. In recent years, Richmond has concentrated its 
efforts in the highly specialized field of aluminum and 
aldoy die casting. Most of its output is custom work under 
contract for about 30 major tanadian companies “including 
IBM, General Electric, Black and Decker and Bombardier Ltd. 


Richmandi<auns) aimoderniees 000 isc 2tt sipmantieedrn 
Stimmerstown Ontario; completed tin 0970 -at va costyoT 
approximately $500,000 for land, building, machinery and 
equipment. Facilities include a fully-equipped modern 
machine shap, five late-model cold chamber die casting 
machines. nanglnovinnicapacwkty etrom MOU stonemttu wUGetons 
locking pressure, and a broad range of trimming and 
Finishing equipment. 


Capitol Industries Ltd, produces a broad range of 
specialty hardware items for the furniture and cabinet 
industries, for builders, and the wholesale and retail 
hardware trades.Products are made from zinc and zinc 
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alloy castings and include handles, drawer pulls, self- 
closing hinges, locks and similar items. Capitol estimates 
that it presently supplies approximately 75% of the furniture 
hardware market in Canada, and exports almost $3,000,000 
annually to the United States. In addition,Capitol produces 

a large volume of dis castings for various companies. 


Capitol has developed the "know-how", and installed 
the facilities to take a project from the concept stage, 
through design, prototype models, engineering, tooling, 
BPrOGUCTION Casting, Uri Mmminc tints and pleavimg oF 
painting to the finished product. It ean design and produce 
the dies, jigs, and special tooling required for the job. 


To achieve this, Capitol has acquired and trained a 
highly competent crew of designers, engineers, tool makers 
and production experts. Facilities include an alloy metal 
furnace, ll automatic zinc die’ casting machines with 
Capacity ranging from 150 tone to 600 tone locking pressure, 
and a wide range of metal working machinery and equipment. 


Electroplating is an important aspect of the operation, 
and a wide variety of quality finishes, polished or satin, 
is available in copper, antique copper, nickle, gold chrome, 
bronze, brass, antique brass and zinc, from a modern hoist 
line of electroplating tanks. Electrostatic spray equipment, 
continuous baking ovens, centrifugal lacquering or special 
air-dry lacquers are used as well. 


During 1969 and 1970, Unican purchased all of the 
outstanding shares of Home Hardware Manufacturing Corp. 
for $80,000 cash and 20,000 common shares valued at $4 each. 
Home functions as the marketing and merchandising division 
for Capitol's hardware lines. 


Home packages and distributes the products throughout 
Canada and produces point of purchase displays and 
advertising to attract the "do it yourself" home decorator 
and handyman. Modern packaging facilities have been installed 
including blister pack and plastic bagging to present 
products in an “attractive form. "Unvluly ly 19/2; ethisecampany 
was merged legally into Capitol. 


During 1970, Unican moved all of its Canadian companies 
except Richmond into a 130,000 square foot factory and office 
building at 5795 de Gaspe, in Montreal, thus consolidating 
operations that had previously been carried on in various 
locations in the city. This move permitted the company to 
completely reorganize its operations and set up proper 
production lines to ensure an orderly flow from raw 
materials to finished product. The cost of this move was 
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approximately $400,000. all of which was written off in 
fiscal 1970 and 1971. In addition, the company added over 
$1,200,000 to fixed assests during the same two years to more 
fully automate its production facilities. 


The deGaspe premises are owned by the principal 
shareholders and are leased to Unican on a long term lease 
basis. Unican has the option to purchase the property 
at any time during the lease for the original cost of 
$350,000 plus 3% interest. 


In June 1971,for $26,000, Unican acquired 65% of 
the outstanding shares of Simplex Security Systems Inc., 
of Collinsville Conn, This company owns the patents for 
and supplies the central chamber around which the Unican 
keyless security locks are designed. It also produces a 
medium priced line of pushbutton locks for the commercial 
and residential markets in the United States. 


MANAGEMENT 


Mr. Aaron M. Fish ~-39, graduated from Baron Byng High School 

in Montreal which was, in his own words, “the end of his formal 
education". Unable to continue for financial reasons, he began, 
at the age of seventeen, to work full time in his father's 
locksmith shop. 


With $ 20 in his pocket and a bicycle, he set about 
selling key blanks and locks to locksmiths. As his territory 
and coverage expanded, he bought a second hand taxi and 
increased his office space by leasing a garage. 


He hired his first employee in 1954, the second in 
1957, and gained further insight into the potential of the 
industry by attending conventions and training courses. 


He broadened his merchandising activities by buying 
various lock and hardware items in bulk and blister packaging 
them for resale on the replacement and home improvement 
market through department stores. 


In the early 1960's. Mr. Fish developed a keyless, 
push-button lock for the Bell Telephone Company of Canada. 
Through an infusion of private capital, production of ths 
lock began and distributien centres were set up in Canada 
and the U.S., and Unican was on its way. 
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MreJack L.Switzer - 49 Executive Vice President, is a native of 
Calgary and graduated with a Bachelor of Science in Chemical 
Engineering from the University of Alberta. 


After diversified experience with Shell Canada and Imperial 
Oil Company, he founded, with Mr.S.1.Belzberg, Capitol Industries 
Ltd, a die-casting company specializing in pulls and hardware for 
the furniture industries. 


As General Manager and Secretary of this company, he and 
his associates were instrumental in building Capitol to its 
present status as prime supplier of castings and furniture 
hardware for both Canada and the U.S. 


Solomon (Sam) I.Belzberg 49 graduated from the University of 
Alberta as a Chemical Engineer. 


Due to an extensive family association in the furniture 
business, he was able to see a tremendous potential for custom 
hardware and founded Capitol along with Jack Switzer. 


Besides developing various unique techniques of production 
Mr.Belzberg still prides himself with the fact that he can 
take apart (and put together) just about any piece of 
machinery in the plant. Sam serves as President of Capitol and 
Vice President Manufacturing of Unican. 


Stephen D.Silver 31, B.A., B.Comm., C.A., MoB.Asy RIA. is 
Treasurer and Controller. Mr.Silver has a broad background in 
financial management in a number of different industries. He 
has served as a financial consultant to a wide range of 
companies in a number of different industries, and has taught 
business finance at the University of California. His articles 
on business subjects have been published in leading Canadian 
business publications. 


Janis Terauds 36 Manager of Manufacturing, graduated from 
McGill University in Montreal with a degree in Mechanical 
Engineering. He has a wide variety of business experience 
having worked as an industrial engineer and manager at 
Continental Can, Mattel Toys Hydro Quebec and the Bank 

of Montreal. 
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NEW PRODUCTS 


The growth which Unican has experienced over the last 
Few years has been achieved without the Following products 
which, as they come on stream, will add very significantly to 
sales and profits of the group. 


Cy) Desk Locks, Ignition Locks and Automotive 
Locks: With the assistance of an $ 88,000 
grant from the Federal Government, 
Department of Regional Economic Expansion, 
Unican has developed a capacility to 
manufacture and assemble a number of 
different types of locks. Shipments of 
these products have already begun. 


ee) Hinges: Unican has obtained a licence 
From a U.S. company to produce a patented 
line of self-closing hinges. A new 
building has been erected to house the 
Facility which will produce approximately 
1 million hinoes per month. 


ec) Push-Button Keyless Lock: The patented 
lock which helped get Unican started 


has been redesigned for mass marketing. 
The size has been reduced and the lock 
will be sold for under $ 50 to the trade. 
This has opened up a vast market for 
baetoroduct:: 


A preliminary market study reveals that 
Unican, as soon as it begins production 

in January 1973, will be able to ship many 
thousands per month. 


RESEARCH AND DEVELOPMENT 


With the assistance of the Government of Canada, Unican 
has been undertaking research in three general areas. 


(1) Power systems for use in extreme temperatures 
and remote areas — Zinc air. 


(2) Design and development of electro-mechanical 
security systems. 


(3) Solid electrolytes for use in identification 
card, hotel and apartment security controls, 
and coulometric timers. 


The overall cost of the above research and development 
programs is estimated at $1.5 million over a period of five 
years. All research and development programs are undertaken 
on a cost-sharing basis with the Departments of Industry, 
Trade and Commerce end of Industrial Research. 
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The company's research section reports directly to 
Mr. Fish. It was organized and is directed by Dr. Carl Berger, 
Vice-President R & D, formerly Chief Scientist at McDonnell 
Douglas Aircraft Company. Or. Berger has devoted considerable 
effort to studies of high performance separators for high- 
energy density batteries. His research has yielded advances 
in solid electrolytes, fuel cells, and desalinization. 


The research being carried out by Unican can lead tc 
a major change in the battery field. Two alternative systems 
are under investigation. 


1) The metal, or zinc air systems which depends on 
the electrochemical process of conversion of 
ZinCwltoe Zinckexroe. 


2) The solid electrolyte system, resulting from an 
identification card requirement formulated by the 
U.S. Navy. Relying on electronic micro-circuitry, 
this approach is novel and could potentially have 
a mejor impact on the industry. 


As a result of the company's research efforts, Unican 
has supplied battery components to General Electric for the 
XED Experimental Electric car, Air Cathodes to General Battery 
Company and other components to the Departments of Defense and 
Atomic Energy of Canada. 


Unican's concentration in the battery and fuel cell 
area is coincidental to its continued development of unique 
security systems. The Company anticipates that a break- 
through in fuel cell technology will make a major impact in 
electronic and electro-chemical timing devices and also 
provide additional proprietary product spin-offs for the 
conventional battery market. 
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ILCO CORPORATION 


In January 1972, after almost two years of "on again-off 
again"negotiations, Unican acquired 93.3% of the common shares 
and 71.4% of the preferred shares of Ilco Corporation of 
Fitchburg Massaforig1, 025, 01805... 0m which, all but $18 
was paid into the treasury of the company. In addition, Unican 
loaned Ilco $482,000 on a 10 year subordinated note. 


With net sales in 1971 of over $17,200,000, Ilco is an 
important supplier of builders! door hardware, locksmith 
supplies and locks for 0.E.M. in the United States, and 
management believes is the world's largest supplier of keys 
and key cutting machines. 


THe we ENDUS TIA 


The recognized leaders in the industry include Laton 
Corporation (fromerly Eaton,Yale & Towne), Emhart Corp., 
(Corbin and Russwin), Walter Kidde Corp. (Sargent,Arrow & 
McKinney), Schlage Lock Corp. Between them, they sold an 
estimated $275,000,000 of lock and door hardware products 
last year. 


Management estimated that the lock and door hardware 
markets in the United States are growing at the rate of 
approximately 7.5% over the past several years, and that 
demand for these products is likely to increase substantially 
in the near future as Americans become more security 
conscious. 


The recent increase in new construction activity 
which management expects will continue, afte more than 
two years of depressed activity, should also have a beneficial 
effect on future demand. 


The industry as characterized py =a 10 rate of produce 
innovation with changes centering on style rather than on 
mechanical improvement. The industry involves four general 
market areas: Construction, Consumer,Original Equipment 
Manufacturers and Locksmiths. Each of these markets has its 
own particular attractions and problems for the lock hardware 
manufacturer. 


The construction hardware market includes industrial 
commercial and residential building and the main products 
supplied are cylindrical and mortise locks, door closers 
and panic devices. The lock hardware requirements for most 
new construction are supplied under contract through one 
contract hardware distributor who coordinates supplies from 
various manufacturers. 
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The consumer market requires an entirely different 
approach. Broad distribution and mass merchandising of shelf 
items through wholesalers and direct to retail chain and 
department stores is essential. 


The original equipment manufacturers! market is 
characterized by mass production, long runs and strenuous 
price competition, particularly in the automotive sector 
where the buyer usually sets the price. 


The locksmiths! market consists mainly of key blanks, 
key cutting machines, replacement locks and component. It is 
much smaller than the other markets but the profit margin 
is considerably higher and the demand for extra keys and 
replacement parts is very steady. 


Ilco's volume in each of these market areas in 1971 
was as follows: 


TEGO TSS VOERUME 


($000) % 


Construction 2,476 14.35 
Consumer 4,746 Oat BPR, 
Original Equipment SavoG 229 
Locksmiths 6505 oe Pee) 

Veo. 100.0 


Ilco is dominant in the locksmiths' supplies and 
presently sells over 35% of its output in this market. 
The consumer and replacement market absorbs a large portion 
of ‘ilco's production. 1te orandunanes, "ILCO™. UUGCKWOUR" 
and "E-Z" are well known and the quality of its products are 
widely accepted. Ilco sells over $2,000,000 annually to Sears 
Roebuck under the Craftsman brand. 


PAGEL LES 


Price" srtoral Prouucti gn | acilities are logauen. in 
Five manufacturing plants with a total area of approximately 
430,000 square feet. 


The main plant and head office are located in Fitchburg 
Mass. about 60 miles west of Boston. It is an old three-storey 
brick building of 245,000 square feet and contains much of the 
company's heavy metal working machinery including a zinc metal 
and alloying furnace, five die casting machines ranging in 
size from 100 ton to 400 ton locking pressure, stamping 
equipment, lathes,drill presses, trimming tapping and finish- 
ing equipment 
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Output consists primarily of builders hardware lines.A 
considerable volume of in stage production of parts for other 
plants is also conducted here, along with final assembly, 
inspection and packaging of lock products. Comprehensive tool 
and die room and machine shop facilities have been installed 
For the design, engineering, die-making and tooling functions 
necessary to produce all components of the company products. 


There are two smaller one-storey plants containing 
20,000 cand. 20,000 square .feetarespectively-also Located in 
Fitchburg. These plants are used for the production of door 
Glosers, (component tearts: ror Locks, key Dlanks and key cutting 
machines. 


In Selma Alabama, Ilco owns a modern one-storey 
plant of 123,000 square feet located on 55 acres of land.This 
olant manufactures fonition, + aoorpand trunk locks and keys 
for automobile and mobile home manufacturers, cam and plug 
cylinder iocks for other original equipment manufacturers, 
residential locks and storm and screen door hardware. The 
Company has recently announced that it has reached an 
agreement to seil the land, Building and automotive business 
in its entirety for $1,000,000 cash plus inventory valued 
at approximately $400,900. 


Tlco's foundry is losated at Urange Mass, 60 miles 
fromebiccnburgeadtecoccuplec about 2ZO;,00U,square feet «and 
produces brass, bronze, and grey iron castings for other 
plants. 


HISTORY 


Ligo WaseigcorpOreved li hats (L as.a& SUCESSsor to 
Nashua Lock Company, a business begun in 1834. It is one 
of the oldest lock manufacturers in the United States. The 
company, OreWerapidly inecicel 7200's andeloj0scs ~diverssfying 
its operations through several acquisitions including 
Lodwood Hardware (mortise locks, cylindrical locks), Keil 
Lock Co (key blanks, key cutting machines,night latches), 
and Worcester-Slount (door closers). During the second world 
War, it produces overs20, 000 00Uefusesahor.theamilitery and 
supplied hardware for many government installations and 
navy vessels.In the post war period, Ilco expanded rapidly 
as &@ TeSuULL Oa tneacons ruculon Doom. 


The company enjoyed many years of profitable 
ownership as a private family company under Mr.Morris Falk. 
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Then in November 1963, Ilco was sold to Cole National Corp. 
of Cleveland, for $5,750,000 cash and 12,500 common shares 
valued at $60 per share.Cole National and its subsidiaries 
manufacture and sell keys, key blanks, key duplicating 
machines, monograms and other jewelry items, and operates 

53 leased key departments in major retail stores in the U.S. 


Shortly a1 ber Lbs "acquisition of Tico, Cole National 
faced Federal anti-trust action alleging potential restraint 
of trade in the production and: distribution of keys,. key 
blanks and key cutting machines, and in 1966 was ordered to 
divest Ltseif of lico. 


In Junet96%4r 11 cot was, sold) for $9,167,000 cash, and 
notes to a group of private investors headed by Messrs. 
Dale Coenen (Coenen and Co. New York Investment Bankers) and 
Harry Figgie (President ~ Automatic Sprinkler Co). 


Under the Falk family,as a private company, and while 
operated by Cole National, Ilco had consistently enjoyed 
profitable operations. Under the new management, however, 
the situation changed quickly. Substantial losses were 
incurred, each year, ang by May L967, leo was on the brink 
of insolvency. 


Shareholders equity, which had been in excess of 
$6,500,000 at the time of sale by Cole National, was down 
to $600,000, working capital was down over $3,500,000 to 
approximately $4,000,000 despite the increase in long 
term debt of $4,000,000. Accounts payable at $4,100,000 
had almost doubled and suppliers were refusing to ship 
except on a €.0.D. bacis. Purthnermore, lico was in default 
in the Payer. ) Unter eet aie eprincivel Oeil Ss Lom carn 
debt, and current bank loans and several creditors were 
threatening Lawsuits. 


An independent study by a firm of management 
consullantsiinuicaced wine he following factors contributed 
directly to the drastic reversal in fortunes: ; 


1. The new owners, through a series of financial 
moves, had Ilco assume $ 667,000 of their 
Purchase price, thus increasing annual interest 
charges on long term debt from $143,000 in 1966 
Co Moc, 000s an wee. 


2e A new President and Chief Executive Officer with 
no previous experience in the lock and hardware 
business was appointed. Shortly thereafter, a 
number of senior management executives resigned 
over differences in policy. 
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3. The brass and bronze foundry was moved from Fitchburg 
to Orange Mass, 60 miles away. Start-up difficulties 
dvesorincipatty soo ethe Caotet hat lanourewowlo oot 
relocate, foreed Ilco to purchase castings from 
outside. As a result, the company estimates that 
the move cost $150,000 in extra expenses and lost 
business inthe first year. - 


4. Defense contracting was substantially increased against 
the advice of the division's management. Over 
i UR,OUG F000 yor stork Of this «division Shad *to beGre- 
processed in 1968 because of faulty workmanship. In 
addition, the company incurred heavy penalties for 
late delivery. Gross margin on military sales dropped 
from 14.0% in 1966 to 1.0% in 1968. 


5. Operations were decentralized into profit centres 
wnich led to conflict between divisions and decreased 
efficiency. 


6. Ilco was charged with management and consulting fees 
impexcesssot po s200,COUlin 1968, 


%. Anew °conpdter Was Installed -in-L968'%at' ascost -of 
% 500,000 per annum and the old manual system of 
reporting was abandoned. Difficulties in adapting to 
the new system lasted most of the year and resulted 
in severe production and inventory control problems. 


8. Advertising and marketing costs were increased by 
) 350,000 in 1968 without any appreciable increase in 
sales. 


9, The entire screen and storm door hardware manufacturing 
facilities were moved from Fitchburg to Selma in 1968. 
The resulting disruption in production caused a loss 
of business estimated at $ 600,000 in 1968. 


LO. Vareugt Cverstructuring, of the Corporate organization, 
general and administrative expenses were increased by 
S 2U0 URC soereangun. 


IM fOLCEr StOsErOGGCL SENeLT epOSLUILOneas Majer Checditons oF 
the .comoany, the birst National City Bank sof, sNew,York and,.Cole 
National tog woentnal sore blco soagtlay,, L767 sand naenuUmOersof 
changes Were initiated to,consolidate operations in.an effort to 
Lmorave scash flow ands oring ~lleo back to aeprohiveble shasis. 
Defense production was discontinued as quickly as possible, some 
unprofitable and marginal operations were reduced and general 
operating expenses were sharply curtailed. However, because of 
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the outstanding divestiture order from the Federal Government, 
Ecler National, iassopernaton, wae quite yrestricted insvhati it 
could da ta rectify the situwatilonvand basicably ‘treated {it as a 
holding operation until another purchaser could be found. As 
agrescult »blce continued ywrosincureangavy losses. 


BY Soentembern toa, L271 miblco wowed athe First Nationabreit y 
Bank of New York $ 4,379,941 of demand and senior term notes and 
Cole Nationel $ 3,167,073 of subordinated notes and was in 
default in payment of both interest and principal on these loans, 
all which had thereby become current. Total current liabilities 
amounted to $ 10,304,000 with current assets of $ 7,940,000 
leaving a working capital deficit of $ 2,364,000. Accumulated 
losses amounted to over $ 2,811,000, shareholders! equity was 
a deficit of % 644,000 and total liabilities exceeded net tangible 
assets by % 1,140,000. 


UNICAN TAKEOVER 


At this stage, Unican agreed to take over the company on 
the Following conditions: Unican would purchase 1,180,000 
common shares, 10¢ par value, and 9,540 convertible preferred 
shares, $ 100 par value, (being 75.7% and 7.14% respectively of 
the outstanding capital of Ilco), for $ 18, Cols National would 
forgive § 1,200,008 of the debt owed to it by Ilco, first National 
City Bank of New York would forgive $ 283,516 in interest accrued 
on its Loan to iico, faret Neataonal Sank of Goston would make a 
new $ 3,000,006 line of credit available to Ilco (to be guaranteed 
by Unican), Massachusetts Business Development Corporation would 
lend Ilco $ 1,000,000 on a 10-year note (to be guaranteed by 
Unican), Unican would purchase 4,100,000 common shares from the 
treasury of Ilco for $ 1,025,000 (25¢ per share) “and Lend Tico 
% 482,000 on a 10-year subordinated note. All of Unican's 
conditions were accepted by these major creditors. 


As a result, Unican acquired 93.3% of the common and 71.4% 
of the convertible preferred shares of Ilco for $ 1,025,018 of 
which all but @ 18 went into the treasury of Ilco, Unican loaned 
an additional 482,000, Farst National Caty Bank of New York 
received $ 4,096,425 in cash and forgave $ 283,516, Cole National 
received $ 1,167,000 in cash, forgave $ 1,200,073 and the balance 
of $ 800,000 in subordinated notes of Ilco was turned over to 
Exeter Corp. by Cole National in payment of its fees for arranging 
the transaction. 


TOS inaiee Cher eCUULSL LU Or UCU UiLocdt curd o4u,UU0 
of its common shares privately at $3.50 per share and issued an 
additional 75,000 common shares to Exeter Corp. in exchange for 
$300,000 of the Ilco subordinated notes. 
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Before agreeing to purchase Ilco, the management of 
Unican spent several months in a careful and detailed study 
of Ilco and its problems, and in come hard bargaining with 
its major creditors. They found that Ilco's lock hardware 
products were still highly regarded in the market place. 

Its production facilities, though not modern, were more than 

adequate COSDUTO OU eon CUalitys products Co Labour. force 
was skilled and its basic management capable, but lacking in 

aLPrec»ewvoOn. 


They came to the conclusion that the basic cause of 
Tlco's problems was poor management and mismanagement at the 
top from 1267 when Cole Nataonalsscold, the, companynunti 1969 
when the major creditors stepped in, with caretaker management 
thereafter. 


Unican's management is convinced that with proper 
direction and adequate financing, Ilco will become a very 
profitable operation in a relatively short period of time. 
Purthermone, sine wperecd Onand, ProuUucrs Otel too sand sinican 
are complementary to one another. Ilco's distribution 
network can become a major entree for Unican products in 
the United States, while Unican, can, distribute 1lco products 
in Canada. 


ACTION BY UNICAN 


Since acquiring Ilco, Unican has made several major 
changes to reduce costs, increase efficiency and improve 
Droritabt Wit yes 


1) The Keil Lock division in Charlestown,New Hampshire, 
making key blanks and key cutting machines, 
iradLiionally sone. of. the more profitable units, .has 
been closed. Production facilities have been moved 
to Fitchburg, and the Keil building has been sold 
for $60,000 cashe This move is already saving the 
company $40,000 per month without any drop in sales - 
or production, because Keil was a complete 
duplication cf ‘eroducts procuced at Fitchburg. 


2) Management has discontinued production and sale of 
panic devices. Volume in this line had been 
running at approximately $350,000 per annum and the 
figures indicate that the company was losing large 
amounts each year. The assets of this product line 
have been sold. 


3) A careful study of [k@o’s product lines has just 
been concluded. It was found that the company was 
procucing many identical products,and selling them 
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under different brand names. Many slow moving lines were 


also discovered. This meant short oroduction runs, 


large inventories and small profits. This duplication 


is being stopped. The varieties of items will be 
reduced, and the choice to the customer Will be 
nedueced. sloiswwill psrmit Longer preducvion runs, 
better inventory control, and better servicing of 
custome deliveries. Over 7,000 items have been 
taken out of production so far with no adverse sales 
effect. 


The ern manuhacturmng plantyat.havenburg 2s: old 
and over the years has been expanded piecemeal. 
Manegement has now developed plans to make better 
use of the facilities to achieve a smoother flow 
of materials and production. 


When Unican became involved in Ilco, it found that 
the company owned a 20,000 square foot building 
which was not being used while at the same time 

it was leasing another building of 24,000 ft. 

This situation has now been rectified. 


A number of other steps have also been taken.An 
agreement has been signed to sell the lanc, 
buildings and automotive business at Selma 
Alabama. When this occurs, the storm and screen 
door hardware and residential lock manufacturinc 
faclLiicies will be moved to Fitchburg. Selling 
prace: Wilt bert) 000,000) cash for @=thesland “and 
building with approximately $400,000 for the 
inventory. 


One of the most important results that has taken 
place since Unican acquired control has been the 
improvement of employee morale at all levels. Many 
of the changes being done had been suggested by 
Ilco employees over the years, and discussed, but 
nothing had been done. Now their suggestions are 
being considered and acted upon and the response is 
enthusiastic. 


Three quarters of the door closer production is 
closed. Manufacture of ball bearing heavy duty 
Closers will be continued and will also be imported 
fTOteLnoOveEnGMOr dA Soro 


A $200,000 electric induction furnace has been 

installed at Oramge Mass. The furnace will enable 
Ilco to give better deliveries and will reduce the 
cost of grey iron castings over $10,000 per month. 
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ILCO FINANCIALS 


The infusion of new capital, the refinancing and reduction 
of Ilcc's debts, the various operating changes and the sense of 
direction instilled by Unican management are already beginning 
te show, gAuditeda@tigures for the 5 monthseendingsJunes30,1972, 
the period which Unican had control, show a pretax profit of 
$266,000. In addition the company has over $2,000,000 of tax 
losses to carry forward. 


The following brief table shows the recent financial 
history of Iico. (In thousands of dollars) 


Regular Mi Licary iMelete Ul Interest Pretax 

SeaLesmes: sales sales Expense Pro rel 
1964 17, 208 - 17, 2ou 120 732 
1965 17,900 ~ 1737000 123 923 
1966 17,600 12700 18,800 143 683 
1967 ti, O00 3,600 20,900 200 (2 o4 
1968 eeciele) 500 22,900 Bal (746 
1969 20817 - 20,517 661 C723 
1970 Lap278 _ 16,178 668 ee 
1971 L726) - 173287 363 Ce aes 
1972 
areas eee - B7022 165 266 


UNIT CAN, TLEOSRHESEMERGING ENTITY 


[Weyattraction of "tnis acquisition isc the SubStantial long 
term benefits which will result from the combination of Unican 
and Ilco. These benefits are expected to be achieved by 
emphasizing a marketing approach directed at the rapidly 
growing security and do it yourself markets, as well as the 
builders hardware industry. 


New product development, as demonstrated by Unican, and 
broadened product lines will be adopted. Unican is now one of 
the broadest based North American manufacturer of builders 
hardware, locks, keys and security systems. 


Product lines will serve the builder, the do it yourself 
trade, original equipment manufacturers, the locksmith and 
security markets. Unican is in the process of extending 
marketing of all products through sales offices in England 
Australia and Japan. 
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MISCELLANEOUS INFORMATION: 


Headquarters Office subsidiaries 
5795 de Gaspe Ave., Capitol Industries Ltd., 
Montreal 326, Que. 5795 de Gaspe Ave., 
G5 ia yee 735-0451 Montreal 326, Que. 

Auditors Richmond Machine Tool and 
Laventhol. Krekstein, ee eee sre ae Limited, 
Horwath & Horwath, TGR CR ON ALE RES Sor 


surece 621, 
Place Victoria, 
Montreal 115, Que. 


Unican Security Systems, Corp. 
SJorigegee scewinhear, 
Plattsburg, New York D290). 


Peat, Marwick, Mitchell 
& Company, 
OQne Boeton Place, 


Simplex Security Systems Inc., 
10° Rront Street, 


Boston, Mass. 02108. Collinsville, tann. G6lZ22. 
Bi A Hlico, Corps. 
er 35 Daniels Street, 
McCarthy, Monet, Johnston Prconburg, Mass. U1420. 
& Heenan, 
4 Place Ville Marie, PUCO. EDR Oisi. 
Montreal, Que. Selma, Alabama. 
Bowditch, Gowetz & Lane, ivcorap, 
340: Main St., # 565, Switzerland. 


Worcester, Mass. 
Orange Foundry, 


stock Exchange Orange, Mass. 

Montreal Stock Exchange 

Montreal, Quebec. Price Range of Stock - UCS 

3 L969 $7 e208 09.20 

‘Registrar - Transfer Agents 1970 $1.80 - $7.50 

Royal Trust Company, AUG Nya $1.90 - $4.45 

Montreal, forontea. 1972 $3.65 =- $6.00 
Bankers Recent price: $ 5 3/4 


The Toronto Dominion Bank, 
2590 St. Cawrence Bilvd,, 
Montreal 130, Que. 


The First National Bank of 
Boston, 

100 Federal Street, 
Boston, Mass. U2100. 


Worcester County National 
Bank, 

ells Knee ce 

Worcester, Mass. 01608. 
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timated for the year ending June 30. 


kK Saat executive has 
taken over anAmerican 
money-losing manufacturing 
company and is turning it 
into a profitable operation. 

Aaron Fish, president of 
Unican Security Systems 
Ltd., says the acquisition of 
Ilco Corp. of Fitchburg, 
Mass., came after the US. 
firm suffered losses of about 
$600,000 a year for the last 
five years. 

“Tt took Unican manage- 
ment only three months to 
turn things around, and now 


es 4 
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ntrealer shows U.S. how 


FINANCIAL TIMES of Canada 


MAY 29, 1972 


@@e 
MR. FISH DELIVERS: While the 1972 market has been good 
many juniors, a surprising exception is Unican Security Sys- 
tems Ltd., Montreal. Shares of the furniture hardwaretock maker 
have climbed from $3.55 (when we wrote about it in January) to 
$4.30. But that is only eight times profits of 55 cents a share es- 


After nine months, Unican earned $400,000 or 37 cents a share 
(untaxed), up from~24 cents a share a year earlier. That includes 
two months of profits from ilco Corp. in the U.S., acquired on Feb. 
1. ‘‘This is the first time Ilco has shown a profit in the last five 
years,” says Aaron Fish, Unican’s president. 
Unican will be paying some taxes next year (Ilco gets a longer 
holiday) and will probably sell more equity. But even so, one 
analyst puts profits for fiscal 1973 at 65 to 70 cents a share. We 
still like the potential. 


the company is showing a 
profit of $40,000 a month. 
And this is just the begin- 
ning.” ; 

Although the formal ac- 
quisition has just taken 
place, Mr. Fishassumed 
management responsibilities 
at Ilco last September, when 
the company was on the 
verge of bankruptcy despite 
high sales. 

The American company 
was $7.5 million in default 
at the time of the takeover. 

Mr. Fish had been looking 
at Ilco for a couple of years 
before the takeover with the 
aim of expanding his opera- 
tions in the U.S., which ab- 
sorbs between 25 and 30 per 
cent of the output of his 


Canadian plants. 

Unican and its subsidiar- 
ies, though specializing in 
the manufacture of high se- 
curity push-button- type elec- 
tonically-operated locks, is a 
manufacturer of hardware 
such as handles and door 
knobs for the furniture in- 
dustry. 

It also makes telephone 
components, belt buckles 
and a variety of other 
items. 

Mr. Fish, a 40-year-old ex- 
ecutive whose father was a 
locksmith, said the takeover 
of Ilco “‘makes Unican one 
of the largest and broadest- 
based manufacturers of 
builders’ supplies, furniture 
hardware and security prod- 


ucts in North America 
today.” 

He’s already got himself a 
house in Boston where he’ll 
spend a large portion of his 
time while guiding Ilco on 
its first profitable course in 
number of years. 

The growth of Unican has 
been rapid. In 1968, when 
the company’s shares were 
first traded publicly, the 
firm had 13 employees and 
sales of about $183,000. 

Today, Unican employs 550 
persons, it sales have in- 
creased to $7.5 million and 
assets, which totalled $400,- 
000 in 1968, now amount to 
$14.5 million. 

The acquisition of Ico will 
bring total employment by 


‘i Unican and its subsidiaries 


to more than 1,700 persons — 
about two-thirds of them in 
the U.S. — and annual sales 
to more than $24 million this 
year. 
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| Facing an American challenge | 


| By Timothy Pritchard 


In Utopia, people and possessions (if there 
are such things) may not have to be 
protected behind locked doors. But today, 
there are ample markets for Unican Security 
Systems Lid. 

The Montreal company is primarily a 
manufacturer of keyless (or pushbutton) 
locks and supervisory systems for all kinds 
of buildings. Jt makes additional door 
hardware, and is doing research work on 


electronic itiming devices and zine air 
batteries. 
Mr. Aaron Fish, president, developed 


Unican’s keyless lock and electrical super- 
visory systems and formed the company in 
1964. Economic rea 
and stock market 
uncertainties have 
not made things 
easy, but Unican 
has progressed. 

The company’s 
first published re- 
port. for: sax 
months ended June 
30, 1969, reported a 
profit of $36,000 on Mr. Fish 
sales of $1.6 million. Sales in fiscal 1970 
climbed to $4.8 million, although a loss of 
$8,500 was incurred. 

In fiseal 1971, sales climbed to $5.4 
million, with $172,900 or 20¢ a share in 
profits. In the first quarter of fiscal 1972, 
$121,000 or 13¢ a share was netted on sales of 
$1.6 million, During that period, the U.S. 
surtax had to be absorbed. 

Within the next couple of weeks, Unican 
will probably issue its report for the six 
months ended Dec. 31, 1971. Management 
expects second quarter profits to exceed 
those of the first quarter. “‘We’ve passed the 
the hump,” says one officer. 

In early 1969, Unican sold 120,000 shares to 
the public at $8 each. The stock then 
succumbed to the bear market, slipping to 

| $1.60 in 1970. Last year, it traded between 
| $1.90 and $4.50. At $3.55, it now trades for 
| seven times profits estimated for 1972. 

For fiscal 1972, Mr. Fish has projected 
sales of $7 million and profits of $500,000 or 
54¢ a share (Unican pays no income taxes). 
However, the company can not be considered 
solely on those growth prospects in view of 
a major acquisition. 

This week, Unican will quadruple in size 
by purchasing a U.S. company, Heo Corp. 
ico makes lock systems, key blanks, and 
locks and keys for two of the big three 
automakers. It was acquired for cash and 
some Unican stock. 


Unican Security Systems 


The purchase increases Unican’s oppor 
tunities for growth — and the risks. Although 
leo is the fifth largest maker of builders’ 
hardware in the U.S., a series of ill- 
considered (on hindsight) management deci- | 
sions have kept it in the red since 1967. 

Mr. Fish proposes three main steps to turn 
Ico around: 1) rationalize production among 
its U.S. plants, and eliminate some products; 
2) clean up its outstanding debt; 3) tighten | 
up the marketing program, and co-ordinate 
sales of Iieo and Unican (which does 30% of 
its business in the U.S.). 

Even though Unican had not closed the 
purchase of Ilco, some of that strategy has 
been implemented in recent weeks. Mr. Fish 
has bought a home in Boston and is acting 
as chief operating officer of the U.S. com- 
pany. Initially, at least, there have not been 
many management changes. 

Financial consolidation of the two com- 
panies is expected reasonably soon. Unican 
will probably earn enough in Canada to pay 
taxes next year, but Ilco has accumulated 
enough losses to keep it tax-free for a couple 
of years. 

While Mr. Fish’s plan of attack makes 
sense, it should be noted that the efficiencies 
hoped for in many mergers have not 
materialized as quickly as hoped. Unican’s 
problems could also quadruple — nullifying 
the gains made in Canada. } 

Nonetheless, management believes Unican 
and Ilco, consolidated, can earn $550,000 to 
$600,000, or 60¢ to 65¢ a share, on sales of 
about $25 million for the year ending June 39, 
1972. Profit estimates for 1973 run to $1.2 
million or 90¢ to 95¢ a share. 

Management’s record is fairly good, but 
ihe market is cautious. To some investors, 
the stock looks adequately priced at 17 times 
fiscal 1971 profits; in terms of fiscal 1972 
hopes, it may be a bargain. At this point, 
Uniean is a calculated gamble for those who 
appreciate the risks. 


——~-Unican reaches out —— 


*1970 1971 e1972 €1973 
Sales 15-9 
$000, 000s 4.8 5.4 2a) 27.0 
Profits 
$000s .... {8.6 172.9 780.0 1,170.0 
Share 
profits $ ... o 0.20 0.60 0.90 


*—Year ends June 30. 

e—Streei estimates, reflecting acquisition 
of Ileo Corp. in early 1972. 

d—Loss. 


. 


2 
— ee 
ue py 


2) 


NEW MONTREAL STOCK EXCHANGE LISTING 


The common shares of Unican Security Systems Ltd. were admitted to the 
list of the Montreal Stock Exchange, Thursday, July 27, 1972 under the ticker abbre- 
Viation “U C8", 

The Company, directly and through its subsidiaries, manufactures and dis- 
tribuies security systems key locks, furniture and builders’ hardware. 

Unican was listed on the Canadian Stock Exchange on May 26, 1969, and 


became eligible for transfer to the Montreal Stock Exchange after three years of’ 


substantial growth. ; 

Present at a brief ceremony which followed the listing, from left to right: 
Messrs, S. D. Silver, Treasurer and controller; J. L. Switzer, Executive Vice- 
President and Secretary; Aaron Fish, President of Unican and Jacques Dupuis, 
Executive Vice-President of the Montreal and Canadian Stock Exchanges. 
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Unican 


Unican Security Systems 
Ltd, Montreal, had a _ net 
profit of $588,097 or 52 cents a 


share in the year to June 30. 
compared with a _ restated 
$74.765 or eight cents a share 
the year before. Latest earn- 
ings include tax credits of 
$202.321, versus_ similar 
credits of $17,546 last year. 


Fiscal 1971 earnings were 
restated to reflect a change in 
accounting procedures 
adopted at the beginning of 
the latest year. 

Sales were $16.1 million, up 
sharply from $5.4 million. 

For the latest year the 
company reported income be- 
fore iaxes and extraordinary 
iiems of $702,379, equal to 62 
cents a share. Unican said 
that current taxes amounted 
to #8.650. deferred taxes (aris- 
ing mainly from loss carry- 
forwards) were $307,953. The 
extraordinary gain represents 
the $202,321 tax credit. 

Figures for the latest year 
include results of Ilco Corp., a 
U.S. firm, for the five-month 
period from which Unican 
acquired effective control. 
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THESE SHARES WERE ISSUED ON OCTOBER 19, 1972, 


New Issue 


TORONTO © MONTREAL «+ KITCHENER + HAMILTON + LONDON 


These shares having been sold, this advertisement appears as a matter of record only. 


UNICAN SECURITY SYSTEMS LTD. 


250,000 
Common Shares 


(no par value) 
Price: $4.25 per share 


‘Lnese common shares were placed privately 
through the facilities of the undersigned 


BANKERS SECURITIES 


OF CANADA LIMITED 
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UNICAN SECURITY SYSTEMSLTD. 


5795 De Gaspe, Montreal, Que., Canada H2S 2x3 
Telephone (514) 273-0451 Telex 05-24651 


AR32 


UNnICANMN 


INTERIM REPORT 


SIX MONTHS ENDED DECEMBER 31, 1973 


TO THE SHAREHOLDERS 


The Company’s net earnings for the six 
months ended December 31, 1973 were $384,043 
against $284,081 in the same period of 1972. 
Sales were $13,562,380 compared with $10,279,- 
107. Earnings per share increased from 18.4¢ 
to 21.1¢. (Results for 1972 have been restated 
to account for the previously announced sale 
of our facility in Selma, Alabama). 


During the first half of fiscal 1974, the 
Company began receiving its first commercial 
orders for two electrochemical products — solid 
electrolyte coulometers and zinc-air batteries — 
which are the result of four years of research 
and development by Unican. 


Orders for the coulometers amount to $125,- 
000 and are for use as metering components in 
medical electronics and in automotive applica- 
tions. Orders for the zinc-air batteries amount 
to $80,000. The batteries are for use in both 
civil and military applications and have been 
ordered by the Government of Canada. 


The Company has now begun to market 
these two products in North America and off- 
shore. 


At the end of 1973 the backlog of orders 
reached a record high of over $4 million. This 
compares with $2.9 million at the end of 1972. 


Present indications are that sales of the 
Company’s main products — locks, keys, and 
furniture hardware — will increase still further 
during the next six months, and that earnings 


will keep pace. 
Bre 


A. M. Fish 
President 


Montreal, Quebec 
February 1, 1974. 


Consolidated Financial Summary 


Six Months Ended December 31, 1973 
(in thousands of dollars) 
Unaudited 


Statement of Earnings 

1973 
Sales $13,563 
Profit before taxes 698 
Income taxes 314 
Net earnings $ 384 


Ee 

Si0r279 
SHG 
233 

$ 284 


Earnings per common share $ 0.21 


$ 0.18 


Average Shares Outstanding 1,816,480 


1,546,411 


*1972 results have been restated to eliminate discontinued operations 


at Selma Alabama Plant. 


Balance Sheet 


Current Assets $12,220 
Fixed Assets 5,683 
Other Assets 913 


Long Term Debt 
Other Liabilities 
Net Worth 


$18,816 


Sources & Applications of Funds 


Sources of Funds 


Net Income 

Depreciation 

Deferred Income Taxes 
Issuance of common stock 


Applications of Funds 


Repaid Long Term Debt 

Net Additions to Fixed Assets 
Investment in Unikis Limited 
Redemption of Preferred: Shares 
Start-up Costs — N. Carolina Plant 


Increase in Working Capital 


Current Liabilities $ 9,003 


2,323 
1,162 
6,328 


$18,816 


UNICAN SECURITY SYSTEMSLTD. 


5795 DE GASPE AVE., MONTREAL, QUE. H2S 2X3 CANADA 
TEL: (514) 273-0451. TELEX: 05-24651 
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UnIicCANM 


INTERIM REPORT 


SIX MONTHS ENDED DECEMBER 31, 1975 


UNnICAN 


TO THE SHAREHOLDERS: 


For the first 6 months of our fiscal pe- 
riod ending December 31, 1975, we had net 
income of $501,000 on sales of $13,143,000 
equal to $0.29 per share. 


This compares with a loss of $397,000 
on sales of $12,640,000 for the same period 
last year. 


Our major areas of concentration dur- 
ing the past 6 months has been debt re- 
duction and disposal of non productive 
assets. Current bank and long term debt 
has been reduced by $1,028,000 during the 
6 months. 


Substantial reductions of interest, 
manufacturing overhead and general admi- 
nistration expenses and improved operating 
efficiency of the plant in Rocky Mount, N.C. 
are the major reasons for our ability to 
show the marked improvement over last 
year’s results. 


At this time we are confident that our 
rate of profitability will Continue through 
June 30th, 1976. 


Respectfully aye 


CQrren ine dud 


Aaron M. Fish 
President 


Montreal, Quebec 
February 20, 1976 


Consolidated Financial Summary 


Six Months Ended December 31, 1975 
(in thousands of dollars) 
Unaudited 


Statement of Earnings 


Sales a any Gass) 


Profit before undernoted items 846 
Depreciation & Amortization 604 
Gain on Disposal of Fixed Assets (269) 
Provision for Income Taxes ‘ 


Net Income (Loss) 


Earnings (Loss) per share 


Balance Sheet 


Current Assets $12,070 Current Liabilities 
Fixed Assets 7,300 Long-Term Debt 


Other Assets 997 Deferred Income 
Taxes 


Minority Interest 


Shareholders’ 
Equity 


$20,367 


Source and Uses of Funds 


Sources of Funds 


Net Income (Loss) 


Non Cash Items: 
Depreciation & Amortization 


Minority Interest 
Gain on Sale of Fixed Assets 


Working Capital from Operations 


Proceeds from Sale of Assets 
Issuance of Common Shares 


Forgiveness of Long-Term Debt 


Uses of Funds 


Additions to Fixed Assets 
Reduction of Long-Term Debt 
Vacation Loss Deferred 
Investment in Joint Venture 


Repurchase of Unican 
Common Stock 


Increase (Decrease) in 
Working Capital 


UNICAN SECURITY SYSTEMS LTD. 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED INCOME STATEMENT (UNAUDITED) 


AR32 Six months 
Ended 


DeceZ al 270 
SALES $2,445,566 
Cost of sales and operating expenses 
before the undernoted items 220525712 
412,854 
Depreciation and amortization WANDS TH 
Interest on long-term debt 41,269 


Research and development $128,618 
Less: Government grants 63,188 65,430 


Six months 
Ended 


Dec. 31, 1969 


$2,488,432 


2,306,932 
181,500 


49,256 
HON DS: 


$34,588 
15,760 18,828 


221136 

Net income before taxes and 
extraordinary items 185,118 
Extraordinary income LETS. 


NET INCOME BEFORE TAXES $ 196,851 


Earnings per share* 24.0 cents 
Earnings per share before 

extraordinary item* 23.1 cents 
Cash flow per share* 38.2 cents 


*based on 776,250 shares outstanding 
in 1969 and 800,750 in 1970 (pretax). 


87,842 


93,658 


$ 93,658 


12.1 cents 


12.1 cents 
18.2 cents 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 
Six months ended December 25th, 1970 


SOURCE OF FUNDS 


Income for the period* $ 185,118 
Item not involving current funds 
depreciation and amortization 121,037 


Loans from Directors 


APPLICATION OF FUNDS 
Construction of tools and dies $ 53,989 
Fixed assets acquired 48,147 
Payments on long-term debt 28,345 


Increase in working capital 
Working capital at beginning of year 
Working capital at December 25th, 1970 


*excluding extraordinary income 


$ 306,155 
95,000 


401,155 


130,481 


270,674 


(14,591) 
$ 256,083 


| 


UNICAN 


| 


Report to Shareholders 
for the 


six month period 


December 25, 1970 


Unican Security Systems Ltd. 


5795 de Gaspé e Montreal 326, Que. 


A NOS ACTIONNAIRES 


Si nous comparons les ventes pour les six mois se 
terminant le 24 décembre, 1970 a celles de la méme 
période en 1969, nous pouvons constater qu’elles 
se maintiennent a un niveau équivalent. I] est a noter 
également, que nous avons pu accroitre notre profit 
de $93,658. 4 $185,118., soit une augmentation de 
pres de 100%. Le revenu extraordinaire, au montant 
de $11,733., résulte de la remise d’une portion de 
notre dette a long terme par |’*‘Ontario Develop- 
ment Corporation’. Nous comptons pouvoir con- 
server cette rentabilité jusqu’a la fin de la période 
fiscale en cours. 


Assistée d’octrois du gouvernement fédéral, la com- 
pagnie Unican entreprend présentement un program- 
me de recherche et développement, dont le cout 
dépassera $250,000. pour cette année. Ces dépenses 
ont déja fructifié. Trois nouveaux produits ont été 
complétés dans le domaine de serrures et de systé- 
mes de scurité. 


En ce qui concerne les sources d’énergie, nous ve- 
nons de terminer avec succés la premiére étape du 
programme traitant de piles zinc-air. Afin de nous 
permettre de progresser davantage, le Ministére des 
Recherches sur la Défense, section du Département 
de la Défense Nationale, a autorisé une assistance 
financiére poussée, en vertu du Programme de Re- 
cherches Industrielles sur la Défense. 


Nous avons fabriqué plusieurs dispositifs d’électro- 
lytes fixes. Encore 4 l’état d’analyse, ces dispositifs 
promettent de devenir des articles de production 
commerciale. 


Vintroduction de nouveaux produits, ainsi que d’im- 
portantes additions 4 notre personnel d’ingénieurs 
et de vente sont des facteurs qui contribueront a la 
croissance continue du groupe de compagnies qui 
forment “‘Unican’’. 


Aaron M. Fish 
Président 


Le 29 janvier 1971 


TO OUR SHAREHOLDERS 


Sales for the six months ended December 25th, 1970 
are in line as compared with the same period in 
1969. Of major significance has been our ability to 
increase profit from $93,658 to $185,118 — an 
increment of almost 100%. The extraordinary in- 
come of $11,733 is the result of a forgivable part of 
our long-term debt by the Ontario Development 
Corporation. We expect this improved level of profit- 
ability to continue until the end of our present fis- 
cal period. 


Unican, with the assistance of federal government 
grants, is presently supporting a research and devel- 
opment program which will cost over $250,000 
during this year. This expenditure has already re- 
sulted in the completion of three important new 
products for our industrial security lock and systems 
line. 


In the area of power sources, we have successfully 
completed the first phase of the zinc-air battery 
program and have been advised that Defense Re- 
search Board of the Department of National Defense 
has authorized further financial assistance under the 
Defense Industrial Research Program so that we may 
continue this program. 


We have fabricated several solid electrolyte devices. 
These are presently being analysed and show prom- 
ise of becoming commercially produced items. 


The process of introducing new product lines with 
significant additions to our engineering and sales 
staff will insure continued growth for the Unican 
group of companies. 


Respectfully submitted, 


Aaron M. Fish af 
Chairman and President 


January 29, 1971 


UNICAN SECURITY SVSTEMSLTD. AR32 | se 


STATEMENT OF INCOME (UNAUDITED) a 
SIX MONTHS ENDED 
DECEMBER 31, 1972 (IN THOUSANDS) 


UNICAN UNICAN 
ILCO EXCLUDING ILCO CONSOLIDATED 
1971 1972, 1971 1972 1971 (a) 1972 
Net Sales $ 8,310 $ 8,799 $3,744 $ 4,924 $12,054 $13,093 
Income (Loss) 
Before Income Taxes (235) 194 267 389 32 583 
Earnings Per Share - Pretax 28.6¢ 37.7¢(b) uricea»n 


a) Reported as if Unican had owned Ilco during the previous year. 


b) Based on 1,546,411 shares, the weighted average number of shares during the period, 
compared with 934,014 shares in 1971. 


Wiican 


BALANCE SHEET (UNAUDITED) 
DECEMBER 31, 1972 (IN THOUSANDS) 


Current Assets $10,583 Current Liabilities $ 7,462 
Fixed Assets 4,718 Long-Term Liabilities 2A81 Urvice©r 
Other Assets 226 Other Liabilities 875 
Shareholders’ Equity 5,009 UNnICAN SECURITY SYSTEMSLTD. 
(1,698,250 common shares) RAPPORT INTERIMAIRE 
$15,527 $15,527 POUR LES SIX MOIS 


TERMINES LE 31 DECEMBRE, 1972 


Executive Offices 


5795 DE GASPE AVE., is 


MONTREAL 326, QUE., CANADA 
TELEPHONE (514) 273-0451, TELEX 05-24651 


UNnICAM 


DEAR SHAREHOLDER: 


March 5th, 1973 


| am pleased to report to you the Unican 
results for the 6 months ended December 31, 
1972. Consolidated sales were $13,093,014 and 
net profits pretax were $583,313. This com- 
pares to $3,744,557 and $267,128 during the 
same period in 1971. The 1972 results include 
those of Ilco Corp. while those of 1971 do not. 
The company does not expect to be paying 
a material amount of income taxes this year. 


PRIVATE PLACEMENT 


On October 19, 1972, your company sold 
250,000 common shares at $4.25 to 19 private 
investors through the agency of Bankers 
Securities of Canada. The proceeds of approxi- 
mately one million dollars are to be used as 
working capital. 


ACQUISITION OF DYNATION CORPORATION 


On February 12, 1973, Unican signed an 
agreement to purchase the business, assets 
and liabilities of Dynation Corporation of Little 
Falls, New Jersey. The purchase price is 
77,000 shares of Unican. 


Dynation manufactures a broad range of 
heavy duty security padlocks and cable locks, 
using a high precision tubular 7 pin tumbler 
key and cylinder. Unican will introduce this 
high security special type key into many other 
products including home, commercial and 
vending machine applications. 


In addition to manufacturing padlocks, 
tubular keys and cylinders, Dynation will pro- 
vide the Unican group with expertise in the 
field of precision machining and broaching. 
This new facility and its manufacturing per- 
sonnel will further broaden the Unican capa- 
bility in manufacturing of high security locks. 


FUTURE AREAS UNDER CONSIDERATION 


We are presently exploring two areas 
which we feel are important for the future 
growth of Unican. 


1) The economics of a new finishing and 
assembly plant in the U.S.A. The new 
plant will supply the ever growing demand 
for cabinet hardware and security products. 


2) Distribution in Japan of our products to 
their fast growing “DO IT YOURSELF” 
market. 


UNIKIS LIMITED 


Unican has entered into a joint venture with 
Crasnianski-France S.A. of Grenoble, France 
for the production and marketing of steel key 
blanks and key-duplicating machines for steel 
keys. Steel keys are less expensive and more 
durable than keys usually made of aluminum 
and brass. A new highly automated facility will 
be located in Montreal, and the products will 
be sold throughout Canada, the United States 
and Japan. 


A new company called Unikis Limited has 
been formed for this purpose. The Unikis 
venture is the first of a series of similar 
arrangements between Unican and Crasnianski 
to be established throughout the world. 


Crasnianski is one of Europe’s leading 
maunufacturers and suppliers of keys, key- 
duplicating machines, and equipment to manu- 
facture keys. The combined expertise of 
Unican, Crasnianski and lIlco will enable 
Unican to become one of the world leaders in 
the key and key machine markets. On a global 
basis, the key industry is growing at approxi- 
mately 20% per year with annual production 
of keys numbering in the billions. 


Finally, while it may not be evident to 
those unfamiliar with Unican on a day to day 
basis, the year 1972, which commenced with 
the acquisition of Ilco Corporation, has ended 
with solid indication that Ilco Corp. is well on 
the way to making an important profit contri- 
bution to the Unican group. Integration of Ilco 
and Unican manufacturing and marketing 
capabilities is underway and we expect 1973 
to show dramatically the results of our 1972 
efforts. 


Respectfully, 


Aaron M. Fish 
Chairman of the Board. 


UNICAN SECURITY SYSTEMSLTD. 


ETAT DES BENEFICES (NON VERIFIE) we 
POUR LES SIX MOIS TERMINES 
LE 31 DECEMBRE, 1972 (EN MILLIERS) UNICaAN 
UNICAN UNICAN 
ILCO EXCLUANT ILCO CONSOLIDE 
1971 1972 1971 1972 1971 (a) 1972 rican 
Ventes nettes $ 8310 $ 8,799 $ 3,744 $ 4,924 $12,054 $13,093 
Bénéfice (perte) 
avant impots sur le revenu (235) 194 267 389 32 583 


Bénéfices par action 
avant impéts 28.6¢ SE re(b) Cipiia-ip 
a) Présenté comme si Unican avait été en possession d’llco l’année précédente. 


b) Basé sur 1,546,411 actions, la moyenne pondérée des actions émises durant cette période, 
en comparaison de 934,014 actions en 1971. 


UnicAan 


BILAN (NON VERIFIE) 
LE 31 DECEMBRE, 1972 (EN MILLIERS) 


Disponibilités $10,583 Exigibilités $ 7,462 
Immobilisations 4,718 Dettes a long terme 2,181 Uriice»n 
Autres Postes 226 Autres exigibilités 875 
: : Petar UNICAMN SECURITY SYSTEMS LTD. 
Avoir des actionnaires 5,009 
(1,698,250 actions ordinaires) INTERIM REPORT 
FOR THE SIX MONTHS 
$15,527 $15,527 ENDED DECEMBER 31, 1972 


Bureau Exécutif 

5795 AVE. DE GASPE, Pee 
MONTREAL 326, QUE., CANADA 
TELEPHONE (514) 273-0451, TELEX 05-24651 


UnICAN 


CHER ACTIONNAIRE, 


le 5 mars, 1973 


Il me fait plaisir de vous faire part des 
résultats de Unican pour les six mois se 
terminant le 31 décembre, 1972. Les ventes 
consolidées sont de $13,093,014 et le profit 
net, avant impdts, s’éléve a $583,313. En 1971, 
a la méme date, ces montants étaient de 
$3,744,557 et de $267,128, respectivement. 
Contrairement a 1971, les résultats de 1972 
incluent ceux de Ilco Corp. La compagnie ne 
croit pas devoir payer un montant important 
d’impdéts cette année. 


PLACEMENT PRIVE 


Le 19 octobre, 1972, votre compagnie a 
vendu 250,000 actions ordinaires a $4.25 a 
19 investisseurs privés, par lentremise de 
l’agence Bankers Securities of Canada Limited. 
Le montant recueilli de ce placement, soit un 
million de dollars, sera affecté aux fonds de 
roulement. 


ACQUISITION DE DYNATION CORPORATION 


Le 12 février, 1973, Unican signa un 
accord d’achat pour l’opération commerciale, 
actif et exigibilités, de la compagnie Dynation 
Corporation de Little Falls, New Jersey. Le 
prix d’achat est de 77,000 actions de Unican. 


Dynation fabrique une grande variété de 
cadenas de streté extra-solides et de serrures 
a cables, utilisant clefs et cylindres tubulaires 
de haute précision dont la gorge est munie de 
7 pivots. Unican orientera ce type de clef trés 
spécial vers d'autres genres de produits, c’est- 
a-dire vers des applications domestiques, 
commerciales et distributeurs automatiques. 


En plus de fabriquer cadenas, clefs tubu- 
laires et cylindres, Dynation mettra au service 
du groupe Unican ses connaissances techni- 
ques en matiére d’usinage et d’alésage. Ce 
nouvel emplacement ainsi que son personnel 
de fabrication contribueront a élargir les possi- 
bilités de fabrication de Unican dans le 
domaine de serrures a haute sécurité. 


PROJETS D’AVENIR A L’ETUDE 


Nous explorons présentement deux 
champs d’action, qui, a notre avis, auront une 
importance grande vis-a-vis de la croissance 
future de Unican. 


1) La rentabilité d’une nouvelle usine de 
finition et de montage. Cette nouvelle 
usine fournirait des produits tels quincail- 
lerie pour armoires ainsi que produits de 
sdreté, dont la demande s’accroit cons- 
tamment. 


2) La distribution a travers le Japon de nos 
produits destinés a |’industrie du bricoleur. 


UNIKIS LIMITEE 


La compagnie Unican s’est associée avec 
Crasnianski-France S.A. de Grenoble, France 
afin de fonder une entreprise de production 
et de diffusion sur le marché de blancs de 
clefs en acier ainsi que de duplicateurs de 
clefs pour clefs d’acier. Les clefs d’acier 
sont moins dispendieuses et plus résistantes 
que celles ordinairement faites d’aluminium ou 
de cuivre. Une nouvelle installation entiérement 
automatisée sera établie a Moniréal, et les 
produits de celle-ci seront vendus a travers le 
Canada, les Etats-Unis et le Japon. 


A cet effet, une nouvelle compagnie a 
été formée, dont le nom est Unikis Limitée. 
L’entreprise Unikis est la premiére d’une série 
d’arrangements semblables entre Unican et 
Crasnianski, lesquels projets seront établis a 
travers le monde. 


Crasnianski est un des plus importants 
manufacturiers et fournisseurs de clefs, dupli- 
cateurs de clefs et €quipement pour la fabri- 
cation de clefs de I’Europe. Les connaissances 
techniques combinées de Unican, Crasnianski 
et Ilco permettront a Unican de devenir une 
des industries prépondérantes en ce qui 
concerne les marchés mondiaux de clefs et 
tous les articles s’y rattachant. Globalement, 
l'industrie des clefs croit 4 un rythme de pres 
de 20% par an et la production de clefs 
annuelle se chiffre dans les billions. 


Pour terminer, pour ceux qui ne sont pas 
familiers avec les progrés de Unican au jour 
le jour, l’'an 1972, commencé avec |’acquisi- 
tion de la compagnie Ilco Corporation, se 
termine de fagon trés encourageante, et tout 
indique qu’llco Corp. est en bonne voie 
d’apporter une forte contribution aux profits 
du groupe Unican. L’intégration des moyens 
de fabrication et de diffusion des produits aux 
divers marchés de Unican et IIlco est en pro- 
grés et nous croyons que 1973 saura couronner 
nos efforts de 1972. 


Respectueusement, 


OH £8 


Aaron M. Fish 
Président. 


UNICAN TAKEOVER SPARKS NEW ERA 


Since the completion of its acquisition of Ilco Corporation of Fitchburg, Mass., 
Unican Security Systems of Montreal has embarked on a new era of production, 
manufacturing and merchandising as well as consolidating product lines. 


Unican officially acquired control of Ilco effective February ist of this year. 
The U.S. company, a major manufacturer of security devices, has a history which 
dates back as far as 1834 when it was founded as the Nashua Lock Company. 


NEW $250,000 ELECTRIC INDUCTION 
FURNACE FOR ILCO, ORANGE PLANT 


“With the installation of a new 
Electric Induction Furnace at the 
Orange, Mass. Foundry, Ilco Corp. is 
virtually self-sufficient in its supply of 
iron castings” said Mr. Sydney Sagi- 
nor, President of Ilco. 

The modern piece of equipment is 
one of the most advanced furnaces 
of its type and is designed to over- 
come air pollution conditions usually 
associated with foundry operations. 

Built, installed and put into produc- 


tion at the cost of close to a quarter 
of a million dollars, the Brown-Boveri 
electric induction furnace will allow 
Ilco to produce all of its grey iron 
castings. 

Nearly four months in the installation 
stages has paid off by allowing the 
company to overcome previous manu- 
facturing obstacles and provide Ilco 
with a reliable source of cast com- 
ponents. 

(Cont'd page 2) 


Unican, now among the largest in 
the hardware industry became a 
public company, just five years ago. 
In its first year of operation, with little 
more than thirteen employees, the 
fledgling company had_ sales. of 
approximately $183,000. Now consid- 
ered one of the largest and broadest 
based manufacturers of builders, fur- 
niture hardware and security products 
and systems, Unican in 1972 with more 
than seventeen-hundred employees 
projects sales of close to $24. millions. 


MAJOR PRODUCER 


Ilco is one of the major producers 
of locks, keys and security systems 
in the United States. 


“The manufacturing and marketing 
of new product lines is the key to our 
operations”, says Aaron Fish, Unican 
President. “Our engineers are constant- 
ly testing new products for manufac- 
turing feasibility and our sales repre- 
sentatives are forever Surveying new 
marketing possibilities for Unican 
manufactured products”. 


NEW VISTAS 


Unican is now marketing and manu- 
facturing a line of cabinet hinges, the 
demand for which is in the many mil- 
lions. They have also completely built 
and tested a new exciting push button 
lock for commercial application. “The 
Unican/Ilco acquisition has opened 
many new vistas for the integration of 
product lines and expanded sales for 
the companies. We have started to 
market our cabinet hardware in the 
United States. Unican’s Canadian 
marketing group is now actively plan- 
ning and pursuing the distribution of 
the door hardware product lines manu- 
factured by Ilco”’ said Mr. Fish. 


The combination of Unican’s expert- 
ise in die cast product design and 
that of Ilco’s lock and security pro- 

(Cont'd page 2) 


NEW PRODUCT LINE 


KEY 1S PUSHBUTTON LOCK 


The announcement of Unican’s re- 
duced profile 1000 Series lock is a 
dramatic reminder that the push button 
age has been ushered into the world 
of consumer security. 


After considerable research, labora- 
tory, and in-field testing in the proto- 
type stages, it was decided by Unican 
management that the only challenge 
left was that of aesthetic appeal. It 
was then decided that this area be left 
to the talents of a professional indus- 
trial designer. The firm of CLAUDE 
GIDMAN, well known in this field, was 
commissioned to design the lock. 


The result is apparent, the hand- 
some modern styling of the revolution- 
ary new 1000 Series lock couples 
rugged, modern appearance with 
security to make the unit ideal for 
new or replacement installations. Its 
simplicity of operation will resist 
determined attempts of forcible entry. 


Another advantage of the 1000 
Series lock is its one-hand operation, 
the outer knob controlling the latch- 
bolt retraction and door operation. 
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TAKEOVER... 
(Cont'd from page 1) 


ducts manufacturing has put many 
new products on the drafting boards 
and into the tooling stages for pro- 
duction. 


The challenge and the potential 
force of over sixty capable, aggressive 
marketing and sales personnel give 
the Unican/Ilco group wider horizons 
for expansion of sales through internal 
distribution of existing products, as 
well as new products added to the 
existing lines. 


The Unican group is now com- 
prised of the following companies: 
Capitol Industries Ltd. — Richmond 
Machine Tool and Die Casting Ltd., — 


Simplex Security Systems Inc., and 
now Ilco Corporation of Fitchburg, 
Mass. 


NEW FURNACE... 
(Cont'd from page 1) 


The Orange Foundry is almost in 
full operation and is expected to 
increase the number of jobs available 
as production methods and demands 
improve. 


Mr. Saginor said: “‘This is just a first 
step in a program of modern re-tooling 
which llco has on its drawing boards”. 


Efficiency means greater growth 
which ultimately means more jobs. 


CAPITOL HITS THE JACKPOT 
WITH NEW TYPE OF HINGE 


The assembly lines of Capitol Industries, another of the Unican group of 
companies is busy these days with many new product lines, among them a new 
type of “self-closing hinge” for the cabinet and furniture market. 


The design is a breakthrough for this type of device and according to Ron 
Morin, Product and Sales Manager, ‘‘the demand for this item is beyond belief’’. 


“We got the message at the Toronto Furniture Show when we wrote orders 
for half a million pairs for Canada alone”, Mr. Morin said. Attractively finished 
and available in a choice of styles and finishes, more than 120,000 pairs of the 
“self-closing hinges” are being produced per month with plans to expand 
production capacity on this item alone. 

The item is also being offered in various finishes to the ‘do-it-yourself’? market 
via attractive blister bags distributed by Home Hardware, another one of the 
Unican group. 

The “self-closing hinge” is manufactured, assembled and packaged in Unican’s, 
De Gaspe Street, plant in Montreal. 

Introduced in January this year, the first of the ‘‘self-closing hinges” started 
coming off the assembly lines in February. 

One of the major reasons for the heavy demand for this type of hinge is its 
one piece feature, no catch — mechanical or magnetic is required. 


Unican International Headquarters, Montreal. 


CUSTOMER SATISFACTION PARAMOUNT 


“While Unican has grown tremendously in the past few years, customer service 
and satisfaction as well as prompt delivery are of paramount importance” 
according to Unican Executive Vice-President, Mr. Jack Switzer. “The company’s 
phenomenal growth has not caused us to lose sight of this important fact”. 


“While new product lines are being produced, older ones improved and research 
and development going full steam ahead, we are proud of the fact that we have 
not lost the personal touch we have always had with our customers. Every effort 
is being made by us at Unican to maintain our fine record in delivering quality 
products and components on time’”’. 


“With our recent acquisition of Ilco Corporation in the United States, we will be 
able to give to Unican’s customers an even greater availability of security 
products and consumer hardware” said Mr. Switzer. 


LOCKSMITH LEDGER LAUDS UNICAN/ILCO MERGER 


COM 


The October 1972 issue of Lock- 
smith Ledger and Security Registrar, 
the bible of the Industry has devoted 
six full pages to the “Unican Success 
Story”. 


The article goes in great detail on 
the status of the companies current 
operations, future plans and progress. 


lIlustrated throughout with a multitude 
of photographs, the story is a proud 
picture of Unican’s many accomplish- 
ments. Titled “Growth Through Evalua- 
tion” the profile covers every facet of 
Unican’s operation. Above: Anton 
Canelho operating die casting ma- 
chine, one of the many photos used in 
the Locksmith Ledger story. 


PANY PROFILE 


se Raa 


SAM BELZBERG 


“We've come a long way in 25 
years” says Sam Belzberg, 50 year old 
Vice-President of Manufacturing of the 
Unican group of companies. 


A native of Calgary, Alberta, he 
came to Montreal in 1946 after a stint 
in the armed forces, with a bachelor 
of science in chemical engineering 
diploma in hand. He helped found 
Capitol Plastics in 1947, which after 
a series of mergers with Richmond 
Tool and Die Company became one 
of the important components of what 
is now the Unican group. 


With more than 20 years of expe- 
rience under his belt, Sam Belzberg 
helped design the present De Gaspe 
Street Plant, where the major share 
of the company’s castings for the fur- 
niture and hardware industry is done. 
The plant is considered to be one of 
the most modern of its type in North 
America. 


“I still pride myself with the fact 
that | can just about take apart and 
put together any piece of equipment 
in the place’, Belzberg said. 


“The past year has seen a dramatic 
increase in our sales and our manu- 
facturing division has met this. sti- 
mulating challenge. Both our pro- 
ductivity and our expanding line of 
products have leaped ahead. 


The foresight of our present choice 
of location and the flexibility of our 
present facilities is now showing its 
rewards. This has resulted in our 
ability to service our customers with 
required deliveries of quality products 
as the demand continually grows and 
yet enhance our profitability,” he said. 
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ILCO ON THE MOVE 


Key machine production line at Plant 5 in Fitchburg, Mass. sees grand-mother 
of 10, Alice Salomaki on job. An Ilco employee for the past 8 years, Grandma 
Alice’s job is to inspect, adjust and repair key machines. With her is Ilco’s Plant 5 
Key machine instructor, Daniel Piermarini of Leominster, Mass. 


OUR NEW LOGO 


UnICANM UNnICAM 


Notice our new logo ? How can you miss it! It's bold and strong and 
we feel in good taste; everything a successful, progressive company 
should be. 

Gradually this symbol will be appearing on all Unican and Ilco pack- 
aging, display and advertising material. We’re proud of it. We hope 
you'll be proud of it too. 


UNICAN SUPPLYING 
HARDWARE FOR THE 
GROWING MOBILE 
HOME INDUSTRY 


Another area Unican is making great 
strides in is the supplying of the bur- 
geoning Mobile Home Industry with 
decorative hardware. 


The Mobile Home Industry in the 
past decade has rapidly become one 
of North America’s largest growth 
industries. 


The Unican companies are busy 
producing much of the original equip- 
ment for major manufacturers in this 
area. The manufacturing and market- 
ing of hardware for the Mobile Home 
Industry is part of Capitol Indus- 
tries’ role in the Unican group of 
companies. 


Please direct any inquiries to: 


Advertising Department, 


UNICAN SECURITY SYSTEMS LTD. 
5795 De Gaspé Ave., Montreal 326, Que. 


Tel.: 514- 273-0451 Telex 05-24651 


Printed in Canada 
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Auditors’ Report 
To the Shareholders, 
Unican Security Systems Ltd. 


We have examined the consolidated balance sheet of Unican Security 
Systems Ltd. and its subsidiaries as at June 30, 1974 and the consolidated 
statements of income, retained earnings, contributed surplus and changes 
in financial position for the year then ended. Our examination of the financial 
statements of Unican Security Systems Ltd. and those subsidiaries of which 
we are the auditors included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. We have relied on the reports 
of the auditors who have examined the financial statements of the other 
subsidiaries. 


In our opinion, subject to the final outcome of the litigation referred to in 
Note 8, these consolidated financial statements present fairly the financial 
position. of the companies as at June 30, 1974 and the results of their 
operations and the changes in financial position for the year then ended, 
in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Laventhol Krekstein Horwath & Horwath 
Chartered Accountants 


Montreal, Quebec, 
September 23, 1974 


UNICAN SECURITY SYSTEMS LTD. 


and its subsidiaries 


UNICAN 


Consolidated Statement 
of Income 


Year Ended June 30, 1974 


Sales 


Cost of goods sold and operating expenses 
before the undernoted items 


Depreciation and amortization 
Interest 


Research and development, net of 
government grants of $216,525 (1973, $175,906) 


Amortization of unallocated cost of business acquired 
Income before income taxes and extraordinary gains 
Income taxes (Note 11): 

Current 


Deferred 


Net income from continuing operations 


Income from discontinued operations less 
applicable income taxes 


Minority interest 
Net income before extraordinary gains 
Extraordinary gains (Note 12) 


Net income for the year 


Earnings per share: 
Net income before extraordinary gains 
Extraordinary gains 


Net income for the year 


1974 
$29,361,721 


26,238,817 
3,122,904 
832,454 
891,924 


203,062 
___ 48,000 
_1,975,440 
__1,147,464 


35,298 
eT. 
549,038 


598,426 


698,426 
23,265 
575,161 
219,158 


1973 
$24,820,337 


22,411,280 
2,409,057 
649,651 
543,458 


167,265 
1,360,374 
1,048,683 


12,600 
477,731 
490,331 
558,352 


Hort 749 
690,101 
31,399 
658,702 
284,907 


$ 943,609 


The exercising of the common stock options (Note 7) and conversion of a subsidiary’s preferred shares to 


common shares would not have a dilutive effect on earnings per share. 


UNICAN SECURITY SYSTEMS LTD. 


(A public company incorporated under the laws of Canada) and its subsidiaries 


Consolidated Balance Sheet — PIG 
June 30, 1974 
Assets 
1974 1973 
Current: 
Cash $ 38,984 $172,369 
Accounts receivable 4,535,519 3673-00 
Government grants receivable 145,470 91,210 
Sundry receivables 205,895 165,176 
Notes receivable 227,300 — 
Accounts receivable from corporate joint ventures 122,486 — 
Inventories (Notes 2(a) and 3) 9,325,012 7,304,164 
Prepaid expenses 204,194 186,961 
14,804,780 11,593,391 
Investment in corporate joint ventures, at equity 63,143 94,986 
Real estate, machinery and equipment (Notes 2(b) and 4) __ 7,718,934 5,340,616 
Other assets: 
Patents and franchise rights, at cost less 
~ accumulated amortization (Note 2(c) (I) ) 140,676 118,511 
Deferred development costs (Note 2(c) (Il) ) 136,588 100,838 
Unallocated cost of business acquired over net book value 
(Note 2(c) (Ill) ) 189,591 237,591 
Start up costs of new plant (Note 2(c) (IV) ) 564,108 4,850 
Note receivable — 213,227 
Deposits and sundry assets ___ 15,067 12,915 


$23,632,887 $17,716,925 


On behalf of the Board: 


GU canes f aes (Director) 


ya Lae (Director) 


Liabilities 


1974 1973 
Current: | Re 
Bank indebtedness (Note 5) $ 6,301,852 $ 3,844,336 
Accounts payable and accrued liabilities 4,543,641 4,112,400 
Current portion of long-term debt 553,789 472,758 
i, 1,399,282 __ 8,429,494 
Long-term debt (Note 6) 4,516,251 2,461,410 
Defertedicome taxes Mella) 6 | eae 671,940 404,960 
Interest of minority shareholders in subsidiary companies a 470,427 493,636 
Commitments and litigation (Notes 7, 8, 9) Pa a 
Shareholders’ Equity 
Capital stock (Note 10): 
Authorized: 
45,000 5% non-cumulative, preferred shares, 
redeemable at par value of $1 each 
2,000,000 common shares without par value 
Issued: 
12,600 preferred shares — 12,600 
1,816,480 common shares (1,813,280 — 1973) 5,484,831 5,468,831 
5,484,831 5,481,431 
Contributed surplus 60,793 35,200 
Retained earnings 1,209,113 ___ 410,794 
t 6,750,737 5,927,425 
Less cost of 75,750 common shares acquired 
in 1974 by a foreign subsidiary 173;750 — 
6,574,987 5,927,425 
$23,632,887 


$17,716,925 


UNICAN SECURITY SYSTEMS LTD. 


and its subsidiaries 
UNnICcCAN 


Consolidated Statement of 
Retained Earnings 


Year Ended June 30, 1974 


4974 1973 
Retained earnings (deficit), beginning of year $ 410,794 $ (532,815) 
Net income for the year 794,319 943,609 
Retained earnings, end of year $1,205,113 $ 410,794 
Consolidated Statement of 
Contributed Surplus 
Year Ended June 30, 1974 
1974 1973 
(a) Forgiveness of loan from government Ee 
development corporation 
~ Balance, beginning of year $ 335,200 $ 23,466 
Portion of loan forgiven during the year UTE 11,734 
Balance, end of year E 46,933 35,200 
(b) Excess of par value of preferred shares over the 
purchase price paid to minority shareholders for 
shares of a subsidiary company ___ 13,860 — 
Contributed surplus, end of year $ 60,793 $ 35,200 


UNICAN SECURITY SYSTEMS LTD. 


and its subsidiaries 


UNICAN 


Consolidated Statement of 
Changes in Financial Position 


Year Ended June 30, 1974 


SOURCE OF FUNDS: 
Consolidated net income for the year 
Items not involving a current use (source) of funds: 
Depreciation and amortization 
Deferred income taxes 
Minority interest 
Extraordinary gains 
Decrease in corporate joint venture equity 
WORKING CAPITAL PROVIDED BY OPERATIONS 
Decrease in long-term notes receivable 
Proceeds from sales of real estate and equipment 
Increase in long-term debt 
Issuance of common shares 


Portion of long-term debt forgiven 


USE OF FUNDS: 
Acquisition of shares from minority shareholders 
Additional assessment for prior years income taxes (Note 11) 
Redemption of preferred shares 
Additions to real estate, machinery and equipment 
Additions to other assets 
Reduction in long-term debt 
Start up costs of new plant 
Cost of acquiring common shares by a foreign subsidiary 
Investment in corporate joint ventures 


Dividends to minority shareholders 


Increase in working capital 
Working capital, beginning of year 


Working capital, end of year 


1974 
$ 794,319 


880,454 
513,740 
23,265 
(219,158) 
__ 31,843 
2,024,463 
213,227 
358,221 
2,403,803 
16,000 
Hes 
5,027,447 


43,930 
67,760 
12,600 
3,502,291 
75,295 
348,962 
559,258 
175,750 


__ 4,785,846 

241,601 
__ 3,163,897 
$ 3,405,498 


1973 


$ 943,609 


658,087 

477,731 
31,399 

(284,907) 


1,825,919 


988,451 
736,346 
1,527,359 
11,734 
5,089,809 


181,767 


2,691,168 
528,013 
801,993 
4,850 
94,986 
9,814 

4,312,591 

777,218 
2,386,679 


$ 3,163,897 


UNICAN SECURITY SYSTEMS LTD. 


and its subsidiaries 


ae 
Notes to Consolidated 


Financial Statements uNnIcAN 
Year Ended June 30, 1974 


1. Principles of consolidation: 


The consolidated financial statements include the accounts of the company and all of its subsidiaries. As 
the Canadian and United States dollar at the acquisition date of the foreign subsidiaries was close to parity, 
the company has established a policy of translating the accounts of foreign subsidiaries to Canadian funds 
at a book rate of par. The company will continue to use this book rate, unless an exchange fluctuation deems 
it necessary to change the existing book rate. 


2. Accounting policies: 
a. Inventories: 


Inventories are valued at the lower of standard cost and estimated net realizable value, with such 
standards approximating cost as determined by the first-in, first-out method. 


b. Depreciation and amortization: 


Buildings, machinery and equipment are depreciated using primarily the straight-line method at rates 
based upon the following estimated useful lives of the assets: 


Buildings 5 to 40 years 
Machinery andequipment 5 to 15 years 
Leasehold improvements term of lease 


c. Amortization of intangible assets: 


|. Patents and franchise rights are amortized on the straight-line method over their estimated useful 
lives, which are generally seventeen years. 


Il. Research and development expenses in respect of new products utilizing existing manufacturing 
processes are charged to operations as incurred. 
Research and development expenses in respect of new manufacturing processes are charged to 


operations on the earlier of the date upon which production commences or twelve months from the 
date of the inception of the project. 


lll. Unallocated costs of business acquired over net book value are amortized over a five year period 
starting July 1st, 1973. Amortization amounted to $48,000 for the year. 


IV. In June 1973 the company commenced construction of a new manufacturing facility in North Carolina. 
In May 1974, the company commenced moving inventories and equipment from its other plants to 
North Carolina. The company did not commence production in this new plant until July 1974. 

Other than costs directly attributable to the cost of the building, all costs relating to this new facility 
have been capitalized as start up costs. 

These start up costs include, administration and other salaries, moving costs, computer programming 
and rentals and other miscellaneous items. Direct labour costs involved in training new personnel 
into the manufacturing techniques have been included as start up costs. 

Amortization of these costs will be over a five year period commencing July 1, 1974. 


d. Pension plan: 


A subsidiary, Ilco Corporation, and its subsidiaries have various non-contributory retirement plans 
covering substantially all employees. Accrued pension costs are fully funded and, at the date of the most 
recent actuarial valuation, the total of the pension fund assets are greater than the actuarially computed 
value of vested benefits. 


3. Inventories: 


Major components of inventories are as follows: 1974 
Raw materials $2,200,305 
Work-in-process 3,638,171 
Finished goods 3,486,536 
Dies — 

$9,325,012 
4. Real estate, machinery and equipment: 
1974 
Accumulated 
Cost Depreciation Net Value 

Land $992/6-356 $ — $ 278,356 

Buildings 2,712,882 446,801 2,266,081 

Machinery and equipment 7,036,385 2,298,341 4,738,044 

Leasehold improvements SRE EI T/ 136,924 436,453 

$10,601,000 $2,882,066 $7,718,934 


Depreciation and amortization amounted to $814,066 in 1974 ($638,456 in 1973). 


5. Bank indebtedness: 


1973 


$1,464,123 
3,607,187 
2,209,151 
23,703 
$7,304,164 


1973 


Net Value 
$ 273,250 
614,500 
4,061,711 
391,159 
$5,340,616 


Accounts receivable and inventories are pledged as collateral for bank indebtedness. A subsidiary has also 
granted mortgages on its real property and a floating charge on its other assets which together have a 
carrying value of $1,722,033 as additional security for its bank indebtedness which totals $2,867,314. 


This collateral is subject to prior mortgages and liens in favour of Massachusetts Business Development 


Corporation long-term debt (Note 6). 


6. Long-term debt: 


Payable in United States funds: 


First mortgage due to Massachusetts Business Development 
Corporation, interest at prime rate plus 3% (minimum rate - 912%), 


payable in monthly instalments, maturing 1982 (Note 5) 


5% loan, payable in monthly instalments, maturing 1980 — unsecured 


9% % mortgage payable in monthly instalments, maturing 1999 
Others, maturing on various dates through 1978 — unsecured 


Current 
Portion 


56,364 
42,000 
WAT RSA 
30,200 


145,761 


Long-term 
pert) ae 


$ 362,530 
422,000 
1,582,803 
68,151 


2,435,484 
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Current Long-term 
Portion debt 


Payable in Canadian funds: 


113%4% first mortgage bonds, payable in monthly instalments 


maturing 1992 100,500 899,500 
Loans from government development corporation 42,870 362,731 
Bank and other loans payable maturing at various dates to 1980 264,658 818,536 
408,028 2,080,767 

Total long-term debt $ 553,789 $4,516,251 


The long-term debt of Unican Security Systems Ltd. and its subsidiaries is secured by a charge against 
real estate, machinery and equipment and a floating charge on all remaining assets of certain subsidiaries. 


The carrying value of the assets pledged amounts to $6,522,492. 


The aggregate amount of payments estimated to be required in each of the next five years to meet principal 
retirement provisions of mortgages and loans payable agreements presently in effect are as follows: 


Year ending June 30 Amount 
1975 $554,000 
1976 624,000 
1977 660,000 
1978 667,000 
1979 520,000 


Interest on long-term debt amounted to $304,507 in 1974, ($436,680 in 1973). 


Commitments under long-term leases: 


a. 


The company rents a building from shareholders under a long-term lease which expires on October 31, 
1983. Annual rentals are payable in advance, with the next payment amounting to $54,000 due on 
October 31, 1974. 


Annual rentals reduce by $2,000 per year until October 31, 1981 and a final payment of $15,000 is due on 
October 31, 1982 in respect of the ensuing year. 

Under a separate agreement, the company has an option to purchase the property at any time during the 
term of the lease for the original purchase price of the shareholders of $350,000 plus imputed interest 
from December 1969 at the rate of 3% compounded annually. 


. Subsidiary companies have entered into rental arrangements for buildings and computer equipment 


which totals $286,818 over the next five years. 


Litigation: 


a. 


During 1970 and 1971, Ilco Corporation, a subsidiary, was named in a number of class actions against 
manufacturers of lock hardware alleging violations of antitrust laws. These actions were brought in 
various jurisdictions and have been consolidated for pretrial proceedings in the United States District 
Court for the District of Connecticut. 


Legal counsel is unable to assess whether any of these actions have merit and Ilco Corporation and 
counsel are unable to determine what damages, if any, may result from these actions. 


10. 


11. 


b. In July 1973, the company was named as one of three defendants in a suit initiated by a former officer 
of a subsidiary company alleging breach of contract. The plaintiff is seeking ordinary damages of 
approximately $243,000 and punitive damages of $500,000. Legal counsel is unable at this time to estimate 
the liability, if any, which may result from this action; however, counsel is of the opinion that punitive 
damages under the laws of the Commonwealth of Massachusetts are not normally recoverable. 


Environmental action: 


A subsidiary has been served with a writ for a suit in equity begun by the Director of the Division of Water 
Pollution Control of the Commonwealth of Massachusetts. The writ seeks the installation of anti-pollution 
devices to prevent unlawful pollution of the Nashua River. The subsidiary has corrected the major pollution 
problems by transferring certain manufacturing operations to an affiliated company. With respect to the 
remaining problems the subsidiary has received an extension through June 30, 1975 to comply with the 
pollution standards. In the opinion of management, the cost of corrective action to bring the subsidiary to 
full compliance with the pollution control regulations will not exceed $60,000. 


Capital stock: 

a) Shares issued during the year: 
The company issued 3,200 common shares in consideration and exchange for preferred shares of a 
subsidiary company. 

b) Redemption of preferred shares: 


By a resolution passed by the Board of Directors on July 9, 1973, the company redeemed 12,600 out- 
standing preferred shares at par value for cash. 


c) Stock options: 
1,000 common shares exercisable at $5.00 per share expiring at the rate of 500 shares per annum. 


10,000 common shares are reserved for an officer presently engaged in research of certain processes. 
Should these processes become marketable, the officer has the option to purchase these shares 
at $8.00 per share. This option expires June 30, 1975. 


Income taxes: 


Losses sustained in prior years are available as a deduction for income tax purposes in future years for 
United States subsidiaries as follows: 


Deduction available until 


1975 $ 253,000 
1976 308,000 
ATT, 4,000 
1978 4,000 
1979 1,199,000 


$1,768,000 
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13. 
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In addition, United States subsidiaries have foreign tax credits and investment tax credits totalling $147,000 
and $75,000 respectively, which are available as deductions for income tax purposes in various years up 


to 1981. 


During the year a foreign subsidiary paid $67,760 in assessments from the Internal Revenue Service repre- 
senting adjustments of taxable income of prior years. Such assessments have caused a timing difference 
in the recognition of income for book and tax purposes. In future years the company will recover the 


amounts paid as the timing differences reverse. 


Extraordinary gains: 
Extraordinary gains (losses) are as follows: 


Income tax savings resulting from the deduction of prior years 
losses from the current years taxable income 


Minority interest in extraordinary gains 

Gain on disposal of option on building 

Gain on sale of assets of discontinued subsidiary 
Loss on defaulted notes guaranteed by a subsidiary 


Remuneration of directors and officers: 


Number of directors 
Aggregate remuneration of directors as directors 


-Number of officers 


Aggregate remuneration of officers as officers 
Number of officers who are also directors 


Certain directors and officers hold positions in more than one subsidiary. 


1974 


$179,000 
(11,316) 
51,474 


$219,158 


Unican 
Security 


Systems Ltd. 


iL 
$ 6,000 
5 
$164,500 
3 


1973 


$270,906 
(16,259) 
61,260 
(31,000) 

$284,907 


Subsidiary 


Companies 


30 
38 
$198,713 
22 
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